COUNTY OF SANTA BARBARA
PLANNING AND DEVELOPMENT

T County Planning Commission

FROM: Matt Young, Planner

DATE: June 9, 2016

RE: Pacific Coast Energy Company (PCEC) Orcutt Hill Resource

Enhancement Plan Project
Case Nos. 13PPP-00000-00001, 14EIR-00000-00001
APN 113-020-018

During the initial project hearing on May 11, 2016, the Planning Commission directed
staff to return on June 29, 2016 and provide the following:

1. Additional information related to the economic benefits of the project, specifically
increased property tax to the County, in support of the Statement of Overriding
Considerations.

2. Information on the combined “Careaga and California Tiger Salamander (CTS)
Exclusion Alternative”, and a condition to tmplement this altermative,

In addition to this direction to staff, the Planning Commission also requested the
following:

3. That PCEC provide information to support statements made by the applicant on
the record that Lompoc yerba santa is thriving on Oreutt Hill and grows primarily

m areas of disturbance.

4. That the Asscssor’s office send a representative to the June 29, 2016 hearing to
address questions related to tax assessments.

1, Eeomomic Benefits of the Project

The Planning Commission requested that staff work with the County Assessor’s office to
develop hypothetical tax assessment valuations for the proposed project, the Careaga
Exclusion Alternative, and the Careaga and CTS Exclusion Alternative,

Assessot’s office stall sent a statement to clarify its responsibilities and approach to
asgessments, neluded as Attachment A,

The Assessor’s staff has also stated that they are unable to provide estimates of future tax
rCVenues.

Based on information obtained from the Assessor’s office, PCEC has paid annual taxes
between approximately $2.7 mithion and $4.7 million between 2012 and 2015 for its oil
and gas operations on Oveutt Hill, While the Assessor’s office cannot reliably develop an
estimate of the future annual property tax revenue generated by this project, property tax
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would be expected to increase with increased production, holding all other potential
variables constant.

For mformational purposes, the Assessor’s office gave a preseptation to the Board of
Supervisors in 2012 that detatled the methods for conducting il and gas tax assessments.

This presentation 18 mcluded as Attachment B.

2, Careasa and CTS Exclusion Alternative

The Planning Commission directed staff to provide an altemative to Condition of
Approval No. 41 in the April 20, 2016 Staff report, to implement the Careaga and CTS
Hxclusion Alternative. The Careaga and CTS Exclusion Alternative 1s described in detail
in. Section 5 of the proposed Final EIR (14EIR-00000-00001). A map showing the
Careaga and CTS exclusion Zones is included as Attachment C.

The Careaga and CTS Exclosion Altetnative would prohibit new wells within the
Careaga tar zone and limit surface activilies to areas outside of the 2,200-foot CTS
dispersal buffer from kuown and potential breeding ponds. This alternative would
consolidate proposed Pods 8, 10, 11 and 12 into Pod 9 while leaving Pods 13, 14 and 15
the same as the proposed Project. Adding the CTS buffer limitation to the Careaga
Exclusion Alternative would somewhat reduce the potential for CTS impacts by keeping
all surface activities out of the area of greatest CTS activity, thereby lessening the
severity of the CTS-related Class 1 impact. However, impacts to CTS habitat would
remain significant and unavoidable. The limitation of wells to non-Careaga tar zone areas
and non-C'TS dispersal zone areas would achieve some of the objectives of the proposed
Project, since some well drilling could still take place, but would most likely produce
approximately 40 percent less crude oil. The following Condition Na. 41a would replace
Condition No. 41 at the Planning Commission’s discretion to implement the Careaga and
CTS Exclusion Aliernative. Changes from Condition No, 41 are shown in underline.

41a.) Careaga and CTS Exclusion. This condition prohibits the Ownet/Permittee from
drilling wells through or underneath the Carcaga Tar Zone, and prohibits swiace
activities within, a4 2.200-foot buffer around known and potential CTS ponds. The
Owner/Permittee shall drill no wells, including “replacement wells”, in areas overlying
the Careaga Tar Zone or within the 2,200-foot CTS buffer as depicted on Attachment H
(Careaga Tar Zone Map) to the Staff Report dated April 20, 2016. Also, the
Owner/Permittee shall not dircctionally drlt wells to down-hole locations directly
underlying the Careaga Tar Zone. Plan Requirements/Timing: The Owner/Permittee
shall submit drtlling plans for all wells showing both the surface and bottom-hole
locations to P&D for review and approval prior to issuance of Zoning Clearance. P&D
staff, in coordination with DOGGR, shall ensure that project plans depict all proposed
well locations outside of the Careaga Tar Zone_and outside the 2.200-foot CTS buffer.
Monitoring: While well deilling and completion procegses are underway, DOGGR. staff
shatl venfy comphiance with this condition through review of Qwner/Permittee well
drilling records and other appropriate information. If well drilling 15 detenmined to be in
conflict with this condition, DOGGR shall consult P&D staff, who shall be responsible
for enforcement.
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3. Lompoc verba santa

At the May 11, 2016, PCEC representatives stated on the record that Lompoc verba santa
thrives on Orcutt Hill, particularly in areas of disturbance. The Planping Commission
requested additional details to support these claims. Staff anticipates that PCEC will
provide additional information to the Planning Commission to satisfy this request.

4. Assessor’s Office Staff Attendance

Staff contacted the Assessor’s office and conveyed the Planning Commission’s request
for attendance at the June 29, 2016 hearing. The Assessor’s office declined to attend the
hearing.

%, Staff Recommendation

Staff’ continues to concwr with the EIR that the Careaga Exclusion Alternative is the
chvironmentally preferred alternative. Compared to the Careaga Exclusion Alternative,
the combmed Careaga and CTS Exclusion Alternative adds only marginal benefits to
CTS by himiting surface activities within the 2,200 foot CTS buffer. Impacts to CTS
Habitat would remain significant and unavoidable. The combined altemative, would fimit
drilling locations and oil production to a level that may not meet PCEC’s project
objectives. A detailed swmmary of why the Careaga Exclusion Alternative is the
Environmentally Superior Alternative may be found in Section 5.3 of the proposed Final
EIR. For this reason, staff reiterates our original recommendation that the Planning
Commission:

1. Make the Findings for Approval of the project specified in Attachment A to the
April 20, 2016 staff report, including CEQA findings.

2. Adopt the Envirommental [mpact Report 4EIR-00000-00001, included as
Attachment 1 to the April 20, 2016 staff report.

3. Approve the modified project (Case No, 13PPP-00000-00001), subject to the
conditions included as Attachment B fo the April 20, 2016 staft report and as
amended in the staff memoranda dated May 6 and May 9, 2016.

Alternatively, refer back to staff if the County Planning Commission takes other than the
staff-recommended actions for appropriate {indings and conditions.

Attachments
Altachment A Statement from the Assessar’s Office

Attachment B: Oil and Gag Assessment Presentation
Attachment C: Careaga and CTS Exclusion Map



Statement from the Assessor's Office

The asseysor’s primary responsibility is to annually determine the proper taxable value for each
property so the owner 15 assured of paying the correct amount of property tax for the suppott of
local government. The county assessor must annually assess all taxable property in the county,
except for state-assessed property, to the person, business, or legal entity owning, claiming,
possessing, or controlling the property on January 1 (len date). The duties of the county assessor
are fo discover all assessable property, to inventory and list all taxable property, to value the
property, and 1o entoll the propetty on the local assessment roll,

Under Proposition 13, properties are reassessed to current market value only upon a change in
ownership or completion of new construction (called the base year value). These values are
determined based on current market conditions.

O1} & Gas assessments are typically determined by the income approach. When calculating the
value a discounted cash flow is used based on the market conditions as of each lien date, Since
oil and gas properties are a depleting regource, an adjustment is made annually to account for the
change in value. The assessor relies on the operator to report the depletion of oil, the amount of
reserves remaining, the expense to operate the facility and any eapital expenses that are projected
for the coming years. Another key factor for ol assessments is the current oil price. Based on the
information needed to determine an appropriate value, the assessor does not predict future values
based on data that is not known.
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